VERIZON MARYLAND CABLE FRANCHISE APPLICATION
MONTGOMERY COUNTY, MARYLAND
&TTA;GHMENT 2

Applicant’s Technical Qualifications

Verizon Communications affiliates have pmwdcd telecommunications services o
residential dnd busidess custorners for over 100 years. Ti Maryiand ‘the Apphcant
provides voice and data capabilities that are unparalleled.

In addition, the Applicant has gained vast: expenence and-expertise regarding cable-
service through'its:affiliations with. Bell Aitlantic Video and GTE Media Ventures,
Former employees of these: cnmpames ‘have extensive historica knowledge based on the
prior provisicning. of vsdw ‘services {o-other communitics. ‘This knowledge is bemg
applied fo the Applicant’s current cable service. piowsmmng efforts.

idecommumcatmm networi\ unque 10 'bl}, '
in constmcung, antd’ mamtammg telecomm oh ,
services that:may be enabled by this FTTE netwmk and jus Verizon’s experttse in.
telecomnitnicatiosns will be: dxrecﬂy levaraged fot its prevmon of cable service.

Verizon willutilize its. unmaiched expcmse to build: and mam{am its. network prowszcn
video services, and prov;de superior serviceto s '

. ey
Verizon's ¢able service o ffering include, but are: not-}hmned 10,1 thc. de ;very of hxghcr
customer safisfiction, superior performance network,. apphcatlons and echrucai
support) and an ipstallation firocess that su:passes the:cable and DBS experience today.

Verizon’s commitmerit to top- quahtysenqce ds'well known. Verizon'is the pré-emineénf
service prowder in the: _mdustry Its legacy-of customer service — bolstered: by the
- nation’s largest and most reliable network —1s unparaiIcIed

Verizon has more than 200,000. employees-dedicated o customer service: sefvice
technicians, &all-center representatives and. operators: Verizon cormnually pmvxdes
training forits employees; especially in'the area of new techinologies and new ways to
help custormers. Verizon provides’ services to.its customers that-are befter than the
industry staridard; au,ordma fo-thie Unm.rs.lty of MIthgdﬁ s Amefican Costomer
Satisfiction Index: 3. N n’s 2004 ACS score of 73:is abovethe overall score

of 71 for wireline relecommminications providers,

. a5 wellas:the ‘overall cable indistry
score.of 61 (June:2004), The following afe currently the key Verizon national personnel

with respect to-the FTTP network and-{he provision of cable service;




R E ..m-;;; Product Managerent:. Terry Denson.
of=/ e Fresident, Operations: Christopher Creager
: #=Retail Markets: ‘Shawn Strickland

¢t Willtari Roberts
- % Mahager, Potémiat Reggon Christopher Creager
- Mﬁ'k@%ﬁﬁmdem 'VZ Maryland thwork Servxces_ Da dMagnant

= %onai pcrson:;el responmble for the pzows;on ofcable service in Maryland
e addltmnal ‘people responsible:for the. provision of cabile service to
unty spcclﬁcally, “This information, when: avmlablc, will'be provided to

i%n request.

Fitv For FTTF Bmld Out

b , ”ectxon 2 of the: proposed cable franchise agreement pmwdcd in.
1 Z Maryland wﬂi comply“ Wﬂh s{ti vahd fede 1} sta’se and tocil laws

z%

@’%ﬁﬁpﬂn}' “\fenmn Ccmmumcatmns (NYSE*VZ) s onle of the'world’s leading

“The Financial Statements. of Verizon Maryland Inc. for: 2004 and 2005 can be accessed
ia'the following Intérnetaddress:

http: ffinvestor.veruon Lomh‘ncome!subsxdmn:,sfmdmdf/-LQm ind.pdf. A Topy: af these
slatements 15 inicluded with:this Attachmem

The 2005 Annual Report ¢ of Verizon-Communications: Incorporated.can be acccssed via
the following Internet address: S 7
hti;p.ffmvestor.w enzon.comfﬁr_xanci‘a]‘/ quarterly/pdf/ OSYZ;;@R.gdf,



VZ Maryland is ﬁmncmg the canstruct: OfﬁSF TTP Network through a variety of

internal and external sc»urces




Verizon Maryland Inc.

Consolidated Financial Statements
As of December 31,2005 and 2004
and for the yeats then ended
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Verizon Maryiand Inc.

'REPORT OF INDEPENDENT AUDITORS

To The Board of Ditectors and Sharsawner.
Vetizon Mafyland Ine:r

‘We have sudited lha ‘accompanying, tonsolidated baiance ‘sheets. of Verizon Maryland Tnc. (the Cﬁmpany as.of Decerber
‘31, 2005 and 2004, and{he related ' ‘i sharsowner's investment snd cash flows
for the. yedrs then éndéd, “These. finaticial statemernts are iﬁc Fespansibility of the Company’s Thdtiagement, Our
respﬁnsxhsi;!y is toexpress an opinioman these: findncial. staterients based o our audits.

We: conducted: our-andifs in sccordarice With: auditing standards: ges&cr«!ly:mcep’ced i the Tited
require that we plan gnd perfemﬂh audit:10:0btain: reasonabile: heflrer:

“but-viot For: the. purposa ‘ 1] .
Compnny 5 m!cmal comrui over ﬁnanmh . a"'nch ep' Ail a‘ dit aiso mc!udes
exdftining, ofra test HaEsIE, evidetie S!}ppommg ke ameunts :md éssclosures ‘in thefinancial sta iits, assessmg the
geeounting- pnncip[cs ased tind significant:estimates suade: by mamgement and: gvaluating the: weratl financial statément
presentation. We: believe that our.andits prov:dc a reasonable.basis. [forour.opirion.

Tt: o, epsnmn iz financial statemints: referred to. abavc nreset falrly,"m'ai!,mater:ai’-rcsyccts ‘the consolldamd“f nangial
position of Verizan Maryland Tne. af December 31, 2005 and 2004 sulty of ifs operaticns: and its
cash flows Tor'thé s yoarg: ‘thieir ended rieonformity with: 1ccountmg prineiples: gencraily accepted i it the United Seatés,

New Yark; New York
February 23, 2006



Years Ended Decgbor 31,

Verizon:Maryiand Inc.

CONSOLIDATED STATEMENTS OF INCOME,

(dollars in miillions)

SeteNotes 10:Conisélidatid Finarfcial Staternénis..

2005 2004
Operatins Revenues 2337 & 2377
Operating Expenses _ . ;.
Cost alservicel and sales fexclusive of iomeshowsn bilow) 7y iz
§ genirdl and sdeinistrative expense [ 660
Depiécidtion and émortization ckpense 503 ABY
Total Opierating Expenses. 190 _ LT8R,
‘Operating nconse. . 436 499
“Other fncore and {expense),; net 5 1
Interest éxpinsic {79} <(B1).
Tncame Before Provision for Income Taxes 362 41y
Incomie fax {ptovision) bengfit (i35) A158)
Netincome. 27 5 . 63



Verizon darykand Int,

CONSOLIDATED BALANCE SHEETS
ASSETS

At December3i,

(dollars in miltiohs)
2005 2004

Current asyeis.

Anvisimints

Céiviblet . . o

Tradvand oifer, net ol allowances: for uncollectiblés of $34 and $56:
 Affiliates ' :
Miuletial and supplies

Prepuidexpenses

Delerred income taxes -

Other

Total curent nssets

Plani. propety aid equipniont.
Lessaccumulated degieciation

 Intaigibic assots, net

Prepaid pedsion assel -

Otherussets

Totil assels

g

82 70-
278 T3y
45 74
21 18
73 32
— 7

F N 59

25 655

5589 5331

2999 2.933

21 35
290 204

_83 138

4018 S 40sS



Verizon Maryland Tuc..

CONSOLIDATED BALANCE SHEETS.

LIABILITIES AND SHAREQWNER'S INVESTMENT

“(dotlers rmillionsy

AtBeeeriber 3, 2045 2004
Curyent liakilitics
Debt matiring within gne year
“Nolos payable to affilintes s 172§ 58
QOthigr 3. i
Aecounts payable and ‘secrucd Habifities:
Adfiliales ' 249
Other. : : 7
Cuiveit deferred Tncome 8¢ Babilities. 5
Othererrenttiabilities 158
“Tatl curiat bt 784
Long-ferm debt L2 1251
‘Employee benefit oliligations 51 461
Delerved cradils anil.ohes 1dbiliges 7 S
" Defrred ificomic takes 412 toag
Unansordized-invesiment tix ciedit T 7
Othier 58, 45T
477 ) s RS .
‘Shizrepwner's inyestmet: _ o
Coiyion stech sane:share, without par value 733 7358
Contfii apital BEL 143
Reinvisted carnir e 1L 146
918 R s
Fawf Habilides ant sharcowner's invedment ' S .. 4DI8 % .. 30ss

‘Se¢ Notesto Consolidated Financial Statements:

5



Verizon Maryland Iac.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREOWNER'S INVESTMENT

Years Ended Beccmber 31,

(ollars iniilions)

Comuman Stoclc.
Balariez it béginhing of year
Balange it-end-of yeur

'Caa_lf,i"iigr.l’teé Capital
Balante at begitining of year
Balaneentend-ol yeur

.

Reéinvested Enrnings
© Bilancentbeginning of year
“Netincoms :
Bividends deeinred
Baldnes ol eni.olytsr

Tatal Shareswier s Tnvestinent

See Notes to Consolidated Financial Statements.

0052004
- N 5 & -
13T
in 143
143 143
136: 243
an {36%)
“100 T
5078 51024




Nerizon Maiylind Inc

LCONSOLIDATED' STATEMENTS OF CASH FLOWS

e s ) (dallars in millionsy
ki’.’cnrsEn’:ié‘d’.D'cccﬁ:ﬁc:'BI, o _ o 005 0 . 9604

CastuFlows frong’ Opemting mlwmcs o
Netineomg. §:227 51163,
A 4 10 Teconcile lntome beltr tihilative effect oi‘nccounnng

cls.mge o nctcush ravided by operating activitios:
Da.p . squfan‘ 503 488

85 pri
(39) B e
26
48 3y
@) 8y
{38y 91
P (‘3')(3}
cunnt.l:ahﬂmes 3
Otierenel; . {61} (131-
; Netcash provided by operating activities- O S 1
CoshiFlows froni ln\'stmg ,\ctht:es _ o
.C‘agjm! i:.\.pcndlml":: (mciud mg cup:tzhzad nebwork and nonndtwirk: sofiware) (556}'_ {335}
i - : (80) 166)
69 s
{588) {347}
3 (4)'
HE
1 273 ,(365)‘
“Net chinige in auist..ndmg checksdrawn o contblled disbursément aceourits {I), :
-E}ther, nct: il o l
Nepcash fsed: i Tnancing activiticy __ _{IGJ} _ _(»363}‘
. ‘Net-chande in cash 25 -
Cash, beginning ofiyeur —— _—
- Cash,.end of yuir S .23 I —

‘See Notes.te:Consolidated Financial Statements.



Verizoit Marylaid fne.

NOTES TO FINANCIAL STATEMENTS
1. DESCRIPTION OF BUSINESS:AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Bescription of Buginess

Verizon Maryland In; is a wholly owned: subsrd:ary-uf Verizon Communications Inc, {Vcrazon) We 'presemiy,serve;a
teifiton: ¢ fsisting oF Local: Actess-and. Transpo ent (LATAS) M

segmeit which p'a"owdcs doimestic wmﬂmc telecommimications services: W currently pmwﬁc fwo: basic types of
!efecommumcatmns services:

o Eechaligs Talecommimioation sorvice 51

Galling area within'a LATA. Emmpics of
i:az;mcss semces Im::s rate:li

¢ Exchtnge accessservice links s clsfomed’s prel ; of ollier. telewmmlmtcataons cﬁmcrs,
gcnerally mterLATA garers. Exnmp!cs of- c:.xc!:ange acccss 3 ezv ces iy ,,9 & S\Vl__l:_r ed neeess and specinkaccess services:

The cammuntc1t10ns scmces We pruvxde aré-sibject 1o rcgul'\tscm by;thc:Puﬁhc Service: Commission: af Mnryland ¢ C)
thh respect tn d

toenter’ the i m-rr:gzon lcm« Histance
2003, I jeing cffered by & Separate non—regulatcd B
subs:dzary of Verizonas réquired By daw: '

Basis of Presentation

requsre manag,cmcnt to makc cs; 1
differ “from “those - estifiates.

recoverability af intangibles and' other long:lived: assus va[uahon ai]owdnccs o tax assets and. pwsmn :md postreizremcnt
berefit. assutptions. : >

"» erl?an On!:n& ‘vfaryi.md LL‘

.'9"" :

'Wc hmenl o ¢ wicd. by they; peratin .
: na atzibase systcm 'zssqcmn.d with:to frue numbers. We use the zquity miethoy d.'

of 'u:cuunfmg for ur. mvcsnm.nt n SMS/ROD.
We have reclussified ;crmin_ﬁmp_tmta'f’rp_m prior petiads to conform with our current presentation,

Revenue Recdgnition

“

Wc recegmza scrwcc revcnues }msed ugmn usas,e ofour chaI cxchdus_e nclwcfk and figilities and coitract fecs. Ingencrdl,

-acivanc:, iiid recaﬂmzed §he1

are fmccunted mr usmg thc ;-ercentave of compictmn mefhud Wc usr: me comp_e{cd a:cmtmct sne{ mt{ ;f we crmnc! cstrmute
the custs with a reasonable degreé of re]mbth(y



Verizon Maryland Inc.
Customer activation-fees; along, awith: the refated costs up to, but.not-exceeding the : rxctwatmn fces, are deferred wnd
arortizied over thie clistormer re?u{mns Hp permd
i\j_!:li:z,tcn':mc‘.é::;n‘ti Rﬂ;}‘:ﬁr};

Ve charae the cost of miainlenange- and: rs,p'xsrs. mcludmg ‘the coest 6f rep&acmg pitnor frems- not-conglituting: suinstanua{
. bettermends, 1o Cost-of Services snd: Sales as these coss-are ineusred.

‘Castiand Cﬂ‘s"ﬁ_'E'quivalﬁn'is'

We consider all hxghiv hquld investments With & mafusty of 90- dnys ofJéss iwhen gurchased 1o be cashiequivalerits; except
czsheqmvalcms held-us'shor-term invesinents. - Cash equwaicnts dré statedatcost; which: ap;:rm*:mates market value,,

: Short'—term-lnvcs’fincnts

w frust:to pay for cetain-cmployee benefits: - Short-term
&

: .ovemﬂ:ecam}msc cmsdxhoﬂs
Materiaband Supplies

Materal-and: suj:phs.s fnstide new and repsafle nnerialy which.are: sta&cd prmstpaﬂy BEAVErage: original-.cost, except ‘that
speistie-tosts atetived Ti the case of farge. md idual i items.

‘ Pum-mnd:Dgpi-gein_’ﬁén

i Sl
Fumsturc wh:clcs nnd alhcr

When e rep!uce bF fetite depreczabte" 1R
Trom {he respective accounts and chargesit
adoption 6f Staterientof Financiil Actotnting:

We capitalize network soflware purchased:or developed iis connection w hirelatad pi:tm: nésets.. Wealsd'vapifalize intdress
associated witl the acquisition - ar -construstion of! plan( asgdts, Capcmhzed ifiterest is: n.ported as o ¢ost of plant and- 2
reductian ininferest cost.

In connettion witli oir angeing revidw of ‘the:g
assopiated degreciation:eates, e dotdrmitied that
of tefephone assets would be shorter d-hydto-ZyEas ; .

progress to date on those plans, i -c!::p!oy ﬁher 01:» ccableitd Ewmes, repiacmg cnilper mbim thle the tlmmcr aad extent

es ol ‘plant, property dn "eqmpmen: ;mr.i
: guriés

9



Yerizvn Maryland Tnc,

of cimrent dégloymient: pi'ms age- SubjoE to-modification, Verizon management | belioves fhat current dstimnates of mductlcns
in impacted asset lives s réasonable and subj ject o ongoing: analysxs as'deploymentof fiber epuc Tlires continues,

The asset categaries-impacted and usefiil {ife changes are as follows:

AvergeLives (in yenrs) ' From. To -
Ceniral et‘ﬁcu Lqunpmmt ‘ . ‘ . . ‘
Cireoit Lq:upmcm g 8.9
Quiside: . platit: :
Cu;spcr ikl 1544 318

!m pai rmcnt-Gﬂmng‘-ﬁi?éd".-&ssefs:

Ot plant, property, nnd cqmpmuu and.amnng:blc assely subject {{e3 'mmmmhon aré reviewed for Impam'ncnt in: accerdance
wﬁh ST‘—HS_ Ne._. !44! ' g

Goodwill antd '0tﬁ‘?r,mtang_ib!_{::{\'_ss(_itfs, »
Efﬁ.c;in. January [, 200 L W adﬁptcd SFAS No 14 ".andw:li';and Othcr 1ntangiblc Assci:." SFAS No 14" nc lcmger

'(Ur mare !‘rcqucnﬂy under pn.scrlb

do nathave indefinite lives are an

of opétations or-francial position hs:cause e had 'no: poodivi
and 2004,

Lorfide :mie—ilv‘cd mtangl e agsets af Degeriber:3l, 20{?5

-Ourother ntangible assets, consist oF non-fetwaik Tntérmal-ise sofivare as follows:

{doliaﬁm m:[huns}

Al Bu:x.mh ¥ 312003

Grrm (.drmng < Adcumeulated | Airying . . Accumulafed
. ] . . _Amount . Amiostizntion ] . Amount | Amortizalion
Non-nebworkeinwmul-use sultvware (300§ Jiurs) 386 §65 13 578

Infangible agset amortization expcnsu Wi Cyniflion in 2005 and $18 in:2004, Amortization expense is estinfdted (o'be

S1Emillion’in’2006;-S& millian in2007, 53 wiilliof in 2008; ST millionin 2009 a6d §-~ 1n'2010 tetated o our nou-nelwork
initernaliuse sofiware.

Advertising Costs

We expense advertising costs as they are tncurred;

10



Verizon Maryland Ine,

‘Stock-Based Compens:ﬂioii

Wc pamupa{e m employee compen azwﬂ plans sponscred by Verizon wnh awiards of - Venzoa COmmOoT. stock The

ydr cnded December:i 3,2003

Pnor 1o 2003 'Vcnzn ‘-=‘acconntcd for

gt incopie: for "003 arg less tiuu e ﬁ
issued aswards,

“The offéci oh net:ifcome 31 the fair valie miethod: had ety applied o al) outstanding und unvested options i} 2005 and:
2G04 was nol malesial,. .

“ Aftertex comipensation -;e.';pénsé’_‘tbri'd_therj@fﬁck'BaSEd.c’qm}icﬁsnﬁﬁn’- incleded i .netincome.as reported for the years erided
December:31,2005:8nd 2004 was ot _m:;(:ﬁa_{.

For:additienal-informdtion on dsguriiptions-used 19 determinehio pro formazamounis as well as-other information related:to:
ourstocksbased compensation plans, see Verizon's Annual. R:.pon onForm 10-K for the _carcndcd December 31,2005

Employee Benefit Pluns

We. pamcs;mc in the: Verizon: benefit plans; Undérthese: plans i
bengfils ¢arned during theyear as'well os infer ctitd by L ; il ntly: Prios:
and. sredits fesulting front chargess ine phn bcncﬁts are: amomzcd' aver the- 'm:ra & temaining serviek
_employees expected to: sccc:vc henefits.

ans:on and-'posm.nrcmenf h\ealfh care; :md__hﬁ. Insurance

1ry Daccriber 2005, we rmnmmced that Veriz
towards the company Tetiree: medical sub
December 31,2005 are-not- eligible fo
2006-are not elipible.for x.nmpanynsabal tchi vefiren health are. or.

management: amployccs will receive an: increased cofmpany . match ‘ontheir savings: plnn contribitions. ‘See 'Nate. 6 for-
addmcnat information,

Ivcome Taxes

For:incomé--‘l?axcs""tc cach SubSEdlﬁ i 1?“ mvcren sepiafaie ey cr,
pa

We use the defeiral methicd of: accsurztmg for uwestmen{ tav credits garned priory the repeal; of investingat fax credtts by
{he Tax Reform Act 671986, We also defer cenaln transitional ‘credits eamncd.2fer th repeal. “Weamortize: thcse CIE.dlLS
overthe esuma_{cd service lives of ‘the reluted assets as areducnq fothe Provision fof income fakes.

Comprehensive [acomie

We had no comprd%ens:v' Theonik cempomms for e years ended Decgmber 31, 2005 and, 2004 Therefore,
comprelu,nsws: incoiie 1§ the sanie s Het income for both yuars.

3!



Verizon Marylend Inc.

Recent Accounting Profotnceménts

Stock-Based Compensation
1n Dccember 2064 the I‘munuaf As.ccaﬁtmg Stanchrds Baard (FASB) mm:d SEAS No 11‘5{R} "Share«Bﬂsed Payment .

: "ern
Verizon adopted the- fau: va[ue’rccogmt:en pmvmons of SFAS No, 123; Vemﬂn pians ¢ acfcpi ’ 2

Jarivary- 1, 2006, uing the modified prospective method and:we; E‘{p"ct {hat any: impact will not be nateris ,}cm our fﬂ:uh&
of operations or financial.position:

pEAsE b

2. PLANT, PROPERTY.AND EQUIFMERT:
The foltosing table displays thie-details of plint; property and equipment, which.js stated at cost:

_ (duI[ar.\._au m:_lhong),

At December 31, _ e . . e ;
Land ' : i i 5 T
Buildings ' ' 504
Gentral office cquzpmcnt ) 4,802

g 5 plant 3181

15.p :
-other wark- equipmant 471

--Conslmc_tmn dn-propress 154
- Othier : 162

8,558 8,16,
Accunnlated:dipeecintion, {5,589). {5331
Total § 2999 & 1933

3, LEASES:
| W leasecedtain facifities and equigment for use fn:our aperations vnder both capital-and operating leases, -

Capitil lease amount§included in plant; propeity afid cquipment areds follows;

(doIIarsm millions)

At December 31, . ) ) . . 20[]5 2004
Capital ledses - e i £ 38 .5 0 387
Actariulied amonizaion. (3'1-‘}' {29}
Tt ,=S.' ) 7 5 -9" ;

Total ren expenseamounted to $107 million-in-2005 and $99-millioniin 2004, (Ofhese anounts, S96 mﬂl:en i’ 7005 and ‘
'386 msi]mn in 2004 were: tease: pwmcnts..m affifiate compahies fordand atigh bu:ldmgs

This 1able: displays the: aggrwatc miinimum renfal commitments: zmder nuncancelabie leases for the petiods: shown at
December 3E:2005:

o {dolldrsin miflions)
Years . ) _Capial Leages: Qpcmtmg"l_ﬁuics
2606, ' _ _ ' .85
2007 ' 4
2008 2 2
2008 b2 2
2010 Z 2
Fheréafter. 5 T
Fowlminidn rental commitments: i =13
Lcsﬂmcrcst imd t.xecumry tosls o _ .
Proseatvalus £ minirim fease paymicats T .
Lt carrdt Trstallivenis 3) v
Long-teomeobligalion & December 31, 2005 ‘ : ES0N



Verizon Maryland Ine.
4. DEBT
Debt Maturing Withit'One Year

. Debt maturiag wiiliin one year consists of the following at Deceniber 31

{dc[lam n m:iimns)‘
2005, 2004
- Motes pryablewdfilintesr
YNFC s sk
VGIC 43 28
Long-feri debt mafuring ~wiliin Srevedr . - 3 A
© Total debtmalucing within OREyear- ) SI‘JS 86l
¢ Woighted "a;';crsgﬁ‘iﬁl&r@s&rﬁfe;fm{ﬁp‘w payable ontstanding alysarend- 583% 3:8%:

T

We obtain financing. through advances from affillited companies; Verizon Network Funding Corp. (VNECY and Verizon:
Globai Funding Corp. (VGFE), for the pmwswn of financing and cash management services;

Long=Terin Debt

Long:term: debt ‘cohsists pringipally of debentures fliat we fave. 1ssur:d Interest ratds’and midturities-of the ambunls
outstaadmg arcas fuiiows ‘at Pecember 34

(doHass in millions)

; ,In(creu . o s

. Désciiption Rate.  Mawfity 205 . 2004
| Ten yeardebenture T GX2s%.  201T 0 R S0 S 500
'I‘hzrt) your duhunium s : : 250 |50

v 2029' 5 )

) Fortiyeat debentase - 20y 100 180
: Thirtyyeurﬁchcmuw 433 350 330
: 1,250 1250
{12y - a2y

S < A

TZ51 E255

L) N )2

3 ’1;25!8 -S’fli?.:ii'

§

1y be issued i subject:to the restrictions aHid’ pmvma af

I smkmﬂ or:oflier specm ,_{unés B pledgcd by us; Dbt
a cr{!xe fives of thie fespective ssuds:

3

discount an&pmmuwi dreas fb}lows‘ R

Yoars e fdollsts i miTionsy
T R -~ —% :
2007
i3
200%
2016 :
Thereafier 1,250

Total fofip-tenn debloufstanding ’ =T g 12‘50_-



“Verfzon Maryland lne.

-5, FINANCI?&LJNSTI{HMENTS
Berivatives

- We did not-heve oy derivatives as of Decermber 31,

2005 arid 2004, Coiiséquently, SEAS No. 133 did not Have an fmpact.
o our results of operations or tmaﬂcaat posttion,

Concentrations of Credit Risle:

Finaneial. Instruments that: sub_;ect tis o cofcentrations of creditrisk conssst pnmun[y of 5hort—icrm mvestmenfs tmdc:
Teceivables and faferest: mtc SWap: agrct.menis szcerz;rauon:r{ of c;edit-r‘ : ; a

those from AT&T, are ]
AT&T (pnm il

Whl]e W may: b&‘etpssed to crcr}lt !
and da not: cipect the: setfiement ofd
pcsmun

S50 duc 40 the: nonparfarm..:ace of aur countcrparties. we- cons:de; this risk remote
s tranisictions: 1o have # material efféct on our tesults. of operatians. or-finanéial

Fair Yalues of Finapcidl Insteniments

The table biglow provides additionshinformation dbout our material finansial instruments at December 31;

| FinanclabIndirament]

ValiniiomMethod

Shortsterm notey payableta nﬂ'l;a[w (‘.’NTC aritt VGE‘C)
it shart-térm. mesum.nis

Dt {exeluding capitat Tases)

“Carrying afnointy

Fiuré-cush [loies discountatat trrent rjes

{doffrs Iinitiong)

2003 . . 2004
. Xmdiint FiirValue . Arount FairValug
Dbt and notes payable o alriiates (VNG nd VGEC) Stae - stdld Si295 - 51357

6  EMPLOYEEBENEFITS.

tax deferred: hzms- We usea: mcas;:rcmcnt ‘dafe 5f Diécen

insufance plaus,

The siruciure of Verizon's benefit- plans. does not - provide for the separate. determination 51°¢ ertain disclosures. for pur
cosmpiny, The required information is prowded on-a. cnnsohdaind basis il Verizon’s Anntal R.Lpoﬂ an Form 10K, for tlie
yearended December 31;.2003.

¥
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Yerizon Maryland Inc.

Pension and Other Postretirement Benefits

Penision and'other pastretirement benefi ts for the mdjonty ct’our empioyceg ] ubjcct to:caliective bargammg agreements
Apprc\uualcly 83% ofdur employces (assocmtcs) a : iniGg dgteenients, Modilicagions dn

: ] . g i
‘begefits have been Barpained: froin tine to tirie; and Verizontnay aiso pmcdttaliy :!mcn 11k 5bem:f" fs:fnthe manmcmcnt
Plans.

Benzfit Cost
L H{dbliars inemilli
_Pension. _ _ eslth Care. an Life:
Yearstided Dectrniboedt, 2005 _zugm‘ - 005 2604
Net periodic t{incomc)cost ' s spsl : 578
Settlement loss (guin) _ g ny

Cunailment-igss (gm:_s)
Subtotal
Total {incomie) cost

Amounts recogriized in'the balancs shc_t;‘%’sai.Di:cthiz':_'Sii donsistof:

Adalliyg in millionsy

: Pention.. . .- Heilth Care and Life.
At Deceinber 31, L _ . TTTTIE0s mpd | 2005 200k
Prepaid pesision asset ' ' S0 - 5293 §.= o
Employesbene i oblijgtions 5t 2 s 43y

’I‘hs, chaniges in'the erilayie: benefit gsset and: o‘vhg‘nmns from.year:ta yeas-were caused bya numhz.r «of factors, including:
changes in actu'mal assumptionsi{sec Assumptsons}, curtmimen semcmcnts

ﬁ:s':'su'mptions

Tim ‘actuaridl asseniptiong iised are based oif m'\rket Ainterest rates; past'éxpericiice, and manyrement’s. bést sstimate of
futurs.ceortomié condifions. Changes in these assuinptions nray: 1mpact {utaré bensfitcosts and abi:gancms

“The weighted-average assumptions used in‘diterm ining bencfit 6bligatios at Deceriber 31;

Pensiom. - Health Capeand Life
. _ _ 2005 W05 2004
" Discountrate i : S : S e RTRYE L 8A5Y
Rate of future increaies in compensélion 460 4 UO

The weighted-average assumptions used in-determining net periodic cost foryears.erided Decermber 31,

Péiigienw . Health Core snd Life.
, _ _ o R0 good | 305 200d.
" Discount. fite ) 3.35% 6i 23% C BT 6235
Esgevied retyrivon plim agsers. 830 5] wis 0
‘Ristee oF camanrlben fereasy Al 5.0(! ERiL) 00

lo-prdes 10 project the fong-termy farget invesiment retisn Torthe otk portfblio, estimates s prepared for the fotak retuim of -
eachmajor assel class over the. subsequmt 10:year period;:ordongar, Those estimatesiare based'on a combination oFfactors-

15



Verizan Maryland Ine;

.mchuimg the i’oilomng, current-minrketInlerdst ratés and valination: fexels, ronsensug earnings expectations, historical-long-
‘termerisk premiums.and value-added, - ’de&rmmc the aggregnte. return for the pension fru projected refuin _eac‘h‘

individual-asser ctaas is then wm"hteé accardiny to: the :ﬂlccauan ‘to {hd mvesfmtnt argain the Trust's long-term? asset,
allocation policy, :

The-assumed heahh. vare costirend entes w Degember 31,
‘Healih Chreand Eife:
2085, 3004,

amlchmg 6bl[gat:uu attnbutabh. T8 oir pammpatmg amplayﬁcs We rci:ordcé toial s:muzs plau costs ci" 31.3 niiflion 12005
-and $13 milifon in 3004

_.Sev‘érime‘e-iﬁen_eﬁt;f

_'We mdintam Gngomg su.c:ran wplar

.hlstancal nm-ratc of actmt severances and c\pcctatmns for i‘umrc

"th._’:ifql,l_pwmg ;abl;: provides:ar-analysis qf atir scyerance -E__tab.;l ity

(ollars in millfons)

Bepinningof - Chargedits

Vear _ . _ R . Expc!rse {i} . Payments. | Giher{) _ FndofYeor
-2004 ; 85 i {15) e 41
:2085 41 3 1)) . 26-

() Includes accruals Torongoing employee severance costsspecial charges of S milonin 2005,

{by lrICIudEa amunts reallocated tosoiher Vcnmn aff’!mles. Fromytimesto:fime Venzcn must yedistribule. across is:
snhs:dxanes Ahe amount of; severance: Tial iy base on actuﬂ kxpcncncc at)

“The, remaining severarce lnbimy mcludcs fisture coniyactud! payments to employees semd 45 of the endof the; year,

16



Verizon Mrnryland Inc.

7. INCOME TAXES

The componcnts oF incoing tax expense are presented in the following tablo:

. (ollzies in roilfions}
Yiears énded Decemberr 31, . L . iiﬁﬁs.. . . "’004
Cument: o o D '
-Fadeat SIG‘I
Sentaand: foeal e o
. o194
Deforred: o
Fedteal ‘ (Sﬂ}; 13
Stute-and 15l ) 42y
) {59y, . e
Inv:suncutmcwdlls L — ALY
Total incomic nse . ] -S|3ﬁ‘-‘ﬁ" e _LSIS_G,.__.

lavesmeqt e ;:s;d:;s
Otk Fel ) :
Effective fngome s o '37;3%_ L

Deferred: faxes Heise-becapse of diff: ercnccs i the Book sand -tk bdses: of cevfain ‘asscts and linbilifies. Significant
cotfponents:6f deferrad tax ('155&15} {iabiliies are: shmm inthe following 1 fablss

{dolidrs in riftlics):

AtDccembchl . e L s 2004

Drep ' i T ' £524 SS5TL
‘Emploveeibentfi, (88). i3]
Allmvsnc; or.uncolizetible.accounls {16y {73)

. Investinent tax credits: ES)] @)
Otheryaiet —_ 142
Nétdetered la‘;-lfnbiﬁly . e

Emplayec benefits mc[ude $204:
relaled 1o postrenrem
ovér Hieestimated Jives

fiéferred tax assetat December 31; 2005 and §176 millish:at December:31,-2004
benefit costs e gmzt:cf nder SFAS: Nn. 106. Thts‘ﬁcﬁ.ﬂ‘ed tax osset w;il.'gradus!iv be reahzed
feurrent retirges and: cmpioye&.s
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Veglzon Maryland Inc

8. TRANSACTIONS WITH AFFILIATES

Our-financial statements include ttansactions withihe following affiliates:

. . (r.[ullm m md!mns}
Yeurs ended December3i,

2083 'JDOA‘
Operaling revenoes:
Venzo:z Wircless fne. 3 49 5 22
o W 40 36
" ‘ 39 #1
Verizan Long Distiinee 24 E1)
Verizan Operating: Telephond: Compumes 1% 20
Vesizon Inlemer Services Ine. 14; 17
Otier Z 3
5 187 5 150-
Gpemtmm_\pamu.s : o
. § 523 5 518
ervices Tne. 50 43
vinesd Daty fies — N3
27 £l
) h o Com pan fes 25 18
Verzon Cannected Soliifdns Tne, 16, 19
Verizon Winkhige) Em. 3. . 4.
& 684 5 639
cst ineome fees s 1 § -
Interest incomie-ffa _nnzsn Netwark: Finding Gorp, C 3 d L
53 5
. Interestoxpense Lo Verizon Global Furidiny Cap. y 3 5 1
- Dividends piiid to Verizon. 5173 5 365

Outstanding balances with-affiliatey- ate feporied ot the balance shects at:December 31, 2005 and. 2004 as Accourts
Recéivable - Affiliates, Notes Payablewo:Affiliates, Accauits: ?'rynble and Accnted Lmba!;t ~ Affifiates.

Yerizdn Services.

Our. opériting revenues dnclide transactions

Grovp.and Verizon Corputais Servicds Grou
facilitics and cqm;;ment

Ath Verizon Services . (inctudir

uding Verizon §
- Inic); <for the-provisidn, ofjocal

1658 SEI’V!C&S

i i | : ncraﬂy beieiit
cmly Venzon ‘s-.opr,mimg-tclcphoﬁe subst - Jeial, actounting, ﬁmmce, data

processing; minteridls: mianggement p:fucurcmcnt, bns; ,suppurt m- ¥ elwork opcrations; - The
second: ca!coory is-¢omprised o everhead'and:supgart services which generally: beédefit all subsidiaries of Veérizan. Such
services iInclude corporate governance; corporile- financs, wxternal' &ffairs, legal, media rc[ahens. employee
communications, corporate: ndverus:ng. l_wm;m resources, and reas Costs may-becither dtreatl} assignad-{o-one
subsidiary or allotated to moré than one subsidiagrbased on functmn'a! reviews of the’ work’ perf‘omwd

?‘em_uri-:Ingérnct-Servicu_sjlnc.
t,nnes_ incﬁgdb- trms‘actmns wnﬁs Vcnzen Amemet Scmces }nc {men Internet: Serv:cc:;} assem ted with:
or chan s;m

Our uperatmg Tey

Servicss who ,ut:I_szes oiir fagili



Verizon Marytand foe.

Beginning in: 2004, we also ICCORNiZE ‘ekpenses. assutialed With an; arrangemént with Verizon' Inteme:t Services far the
provision of variois confrafized 5¢7 5 associated oviding Interiet deeess semces 10t customers; A-peftion of
these costs ave aflocated to-us based on. ouf Intésict: scmcr.s evenue.

Verizon Qperating Telephéue Companies:

Otir gperating revenues zmd expenses: el
assotiated with transg : :
alsoieun revenue fron
recdgmza cxpenses: assm::ated w;th :ransacttons Avith:
their facilitiés and’ equspmem

with othet Verizdi Opefating Tels phoiie
rily eamed from the: : :

Verizon Globat f.e_ﬁvbrk.s-rut:..:

Various. nelwurk oper ituns. 'Ihr: secoad
huxmn TESDITEES, tre
data services reveiiues; .

Yerizon Long D:at.mcc

Fasilities fo: providelong distirice:
viof btllmg andicotlectsi

,-nperahng revenues included:

traﬁsacuons w:lh Y nzon Long Distancs. ated taithis service,

“Verizon Wireless Tic. "

Dur Opcmtmo TEVOTIUES mc]ud¢ tl:ansactzons wi
local and nctwork access serviges, bali
eamied, ffom Verizon. Wircless who pr
“customers,

¢ {Vérizon Wirefcss) dssociated with the provision.of
ol ctmn scrv;ccs and frum inlercannection agrcementa Thesc revenue
ides wireless volee and ¢ Ces; gl !

Cur aperaimg c\:penscs ‘alsorinclude transaciions with Virizon W relesss ,We TSCORMIZE.COSIS: associaled \mi&-xj rle

anid datn services, peging services and for inierconngction Afreemants,

Verizon Datd Serviess Int.

Verizon:Data Services Ine; proy
generally benefit Verizon's opsrating felephol
based on proportional cest“alfe_cqt;gia,me{h;}tiqid_gms._

_deveiopment and. miififenance; Whick
W are,chdréccf forthese wii i:ated tansactiony

Verizon Connseted SolutionsInc,

Verizon Connctied Solutions Ine: provides ‘nstallation; snd maittenarice swvu:es 10" Gut, Gistaniers. We tetord these
‘Services drcost. hoks
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YerizopMaryland Ine,

Verizqn_N‘glwﬂrR,Fundfng Corp. :md ng}zgn Gtuha}!‘un&ingﬁorp

dnd squipment, Tutronic spair services; Bhd gales and'purchascs of m'm_n}sf And supplies. Wé

Fert
also e fees: me an affiliate for usage of our divectory istings.

9 ADD1’1_"'1,0“3.ﬂ.-I?IN!&NC}ALINEQRM&TZQN

 ‘Thetables below provide additiona] finaneial fitformation Felatad Yo 6ur fifneral staterhents:

_ o {doltarsin millions)

Years.ended December3l; L 2005 o300k
Statements of CaslF I"Ious. o

5236 S0

73 78

87 )

) )

, s 2 11

Disgiscistion:espense: 489 410

© Advertising expensé includes 52 million in.2005 and 811 million in.3004 aliocated to-usby Verizon Services,

40 STRATEGICACTIONS

Inithe secomi quarmr af 1004 we recordeda rct:m experisecredit of $12.Fmiillion resulting from the Favor bl
of pite-barkr i ] redchied. setthement: sgream{.nis beeame: fully ‘effe
MClemered: fram bankmptcy prnceedmg inth ﬁsecnnd quarier M“?O(}é

1L COMMITMENTS AND CONTINGENCIES,

: Varitus:legntactions and fepulitory proceedings dre pending io: wh:ch W are 1.1

- lead 10 othcr Tegul sctions. We have:sub ¢ fo } i i
matfers that sve current] ﬁecm to- f e i e ultir gsalatio ending
regulatory and legal matters i ﬁnare._penad_s,‘wﬂl have'a waterial effect: {m guf ﬁnancrai cnnciznon, but it could: have a
materin gffect on our results of opemt:ons. - : - B

From me to time, state: renuht‘” il provide.a.
performianes hat falls \vuhm presertbed.: ] ‘
parpengiers ind we, Trony time fo. time,: pay 4 enalt:et: to have d'materia tffecaon ouf

financial condition, but they could have: amatenaf effectonour resulti uf apemhem.

c:smns rec;mre A5 o 5surE culomers, i&af G

ei bf‘ sen*sr:e

12. SUBSEQUENT EVENT

On February 1, 2006, werdeclared and paid.a dividéad in the-amount af$ 12 million to/our. parent; Verizon.
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